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Average Exchange Rate 
1972-1974: RF92.5=US$1 


KEY ECONOMIC INDICATORS 


1972 1973 
ITEM (million) (million) 


GNP (est.) $ 260.54 $ 273.57 
Per capita GDP (est.) 5730 68.11 
Money supply (on 12/31) 27285 41.84 
Foreign exchange holdings (on 1241) 6.46 14.92 
Net foreign exchange position - 3.68 715 
Public debt outstanding @n 12/31) 34.36 46.09 
External debt (on 12/31) 230 7.48 
Government expenditure 26.17 30.09 
Government revenue 20.26 25.43 
Total exports (f.0.b.) 19.43 29.76 
Exports to U.S. * 13.0 12.0 
Total imports (c.i.f.) 3h eh 31.54 
Imports from U.S. 2. 22%* 1.82 
Balance of trade 14.98 1.78 
External assistance (including 

technical assistance) 24.74 33 .30 


* U.S. Dept of Commerce Data 
** The largest item was used clothing (approximately 
$1.1 million). Next in importance were cereals, 
flour, vegetable oils (under the PL 480 program), 
vehicles, machines. 


Production (in tons) and Exports (by value in US$ millions): 


1972 1973 % Change 
Prod. Exports _Prod. Exports _Prod. Exports 


Coffee 10,602 $8.62 15,478 $18.59 L6 155 
Tea (dried) 2,520 1.87 2,803 Rel 11 10 
Cassiterite Resee 5.29 2,030 4.71 ~13 -11 
Wolfram 639 1.57 688 1.56 8 ~ 
Pyrethrum 

(dried flowers) 1,174 072 1,427 a 22 64, 





SUMMARY 


As one of the least developed of the developing countries, 
Rwanda suffers from the ills commonly associated with economies 
based primarily on subsistence agriculture, a burgeoning 
population (the highest population density in Africa), limited 
commodity exports and heavy reliance on foreign assistance. 
Rwanda is additionally handicapped by its land-locked dependence 
on inadequate and occasionally politically-disrupted routes to 
the ports of Mombasa and Dar es Salaam. 


Nevertheless, the return of political stability following the 
formation of the Second Republic in July 1973, the implementa-— 
tion of a foreign policy which has improved former tense 
relations with its immediate neighbors, and the reimposition of 
eee discipline and increased foreign assistance 


particularly in infrastructure) have provided a base for 
economic improvement. 


Specific sectors of the economy -—=— particularly commodity 
exports and foreign assistance projects have achieved consider- 
able recent success and investments can feasibly be implemented. 
In other sectors == notably energy imports, inflation, consumer 
goods and agricultural production —=— the future poses major 
problems. 


Within this context and Rwanda's relatively open economy, US 
business firms have some opportunities. Recent changes in the 
commercial structure have reduced Rwanda's automatic reliance 
on European sources of supply; infrastructure projects such as 
roads provide prospects for capital goods; there is a need for 
commercial capital (bank Smal and services (such as air 
cargo), and the possibility of private investment in export 
commodities (such as tea) as well as energy and tourism 
projects. US firms continue to handle the majority of Rwanda's 
increasing coffee and tea production. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Overall Economy -—- Some Advantages and Some Prospects, 
but also Critical Problems 


Agriculture (most of it subsistence) is Rwanda's main economic 
activity. It accounts for over 60% of Gross Domestic Product 
and employs about 95% of the labor force. The Malthusian 
problem of providing sufficient land and food for the popula- 
tion which is increasing at an estimated 3% a year poses major 
challenges to the Government and foreign aid donors. Inflation 
has also become a problem in recent years due to Rwanda's iso- 
lation, decreased stocks and rising world prices (such as 
petroleum). The inflation rate is currently estimated at over 
10%, but its impact is partially offset for many Rwandans since 
about 40% of- the economy is still unmonetized and the consump- 
tion pattern of the bulk of the population is focused on only a 
very few necessities. Per capita income is low (under $70) and 
much of Rwanda's agricultural production does not enter into 
marketing channels. Although there has been no serious famine 
Since 1942-44, the threat is always present and mid-1974 
unseasonal rains have caused serious concern about food 
shortages later this year. 


Rwanda's national budget, usually in deficit, is based heavily 
on direct taxes and export duties with expenditures directed 
toward current activities. Military expenditures are relatively 
modest, accounting for about 19% of current expenditures. For 
FY 1974, development expenditures are planned for $3.7 million 
for 61 projects. The planned total is 36% higher than in the 
previous year. 


Rwanda is fortunate among developing countries in having a 
relatively low internal and external debt structure -—- the 
result of conservative national policies. A more agressive 
development program has now been initiated, but the external 
debt/service ratio is not expected to rise above 3% over the 
next few years as virtually all foreign assistance is on grant 
or long-term loans. 


Foreign trade is important to Rwanda's economy with imports and 
exports amounting to about one-fourth of the estimated GDP. 
Consumer goods account for about one-half of total imports. 





The most important imports for foreign suppliers as well as 
development are petroleum, cement and machinery. Although 
the doubling of the fuel import bill during the past year has 
been highly publicized, price increases in cement have been 
Similar. Indeed, the total value of recent cement imports is 
r oughly 70% that of petroleum. Rwandan exports are limited 
to the traditional crops (coffee, tea, pyrethrum) and 
minerals (cassiterite and wolfram). 


The foreign trade regime is quite liberal. There are no major 
restrictions on imports or payments. Licensing exists, but 
serves statistical purposes only. There are no sizable import-— 
export firms with the result that various firms and government 
units place import orders directly with foreign suppliers. 


The Export Sector -—— Improvement and Brighter Prospects 
Coffee 


Rwanda‘'s balance of payments position continues to depend 
on a Single cash crop —= Arabica coffee. The 1973 coffee year 
was excellent with production back up to 1971 levels (15,000 
tons). Higher prices for a greater amount of coffee were, 
however, partially offset by currency fluctuations. The 
Rwandan franc which floated with European currencies throughout 
1973 was pegged for the coffee market at RF85=US$1. After the 
coffee harvest had been sold, Rwanda adopted in January a fixed 
standard of RF92.72US$1. The 1974 crop is somewhat less in 
quantity and prices are lower, but still respectable. In 
addition to Rwandan Arabica, some amounts of Robusta from 
neighboring countries are being processed and exported. 


Tea 


The significant growth sector in Rwanda, however, is the 
tea industry, where thirteen projects underway or planned 
anticipate a tripling of production to 10,000 tons by 1980. 
In early 1974, American private interests were exploring 
private investment possibilities in tea. During 1973-74, the 
tea plantations which had been managed by the Common Market's 
European Development Fund were gradually turned over to the 
Rwandan Government and put under a new tea bureau formed 





within the Rwandan Office for Industrial Crops (OCIR) which 
now supervises plantations, extension projects and marketing. 
While tea quality is reported to have declined somewhat, the 
volume of tea exports may be expected to increase rapidly as 
new plantations come into production. Production during 1974 
is expected to be a record 3,500 tons. 


Pyrethrum 


The pyrethrum industry had its first full year of 
production from the Ruhengeri USINEX extraction plant built 
by the United Nations Development Program (UNDP). A small 
quantity of dry flowers was exported in 1973, but most of 
the pyrethrum product was turned into crude extract (30% 
pyrethrins) and sold to the US. Early 1974 saw the Rwandan 
takeover of the USINEX management from the UNDP and a change 
in marketing procedures. The bulk of the 1973-74 crop was 
sold to Kenya for further refining and re-exporting rather 
than to the US which had since 1971 been the exclusive pur- 
chaser of Rwanda's pyrethrum. In early 1974, a UNDP study 
recommended extension of the refining plant to produce 
refined pyrethrum products but financing had not yet been 
provided. 


Mining 


The mining industry, Rwanda's other traditional source of 
export earnings, suffers from lack of capital investment and 
produced less cassiterite ore, although the value of cassiterite 
exports increased. An increase in wolfram production was offset 
by lower prices with a consequent decrease in value. In early 
1974, plans were laid to reopen minor gold mines in Cyangugu. 
Successful exploitation of these mines would affect the liveli- 
hood of free lance gold miners and marketers now working the 
ancient mining sites. 


Commercial Policy -- Ups and Downs 


One of the objectives of the Rwandan National Committee in its 

coup d'etat of July 5, 1973 was to restore business confidence 

shattered in early 1973 by the former government's expulsion 

of key business and commercial expatriates and by the precipi- 

tate creation of a National Trading Office to monopolize export 





and import trade. The National Trading Office was subsequently 
dissolved, the Chamber of Commerce revived, and remaining 
expatriates encouraged to import. A philosophy of a mixed 
economy gained currency and found its expression when the 
Government took major interests in mining, manufacturing, hotel 
and commercial enterprises. The major processor and exporter 
of coffee, Rwandex, entered into a 49% partnership with the 
Government and was given a monopoly of the coffee trade. 
Expanding into the import and wholesaling business, Rwandex 

has become a dominant force on the Rwandan commercial scene. 


But, in spite of Government assurances and the benefits of a 
good coffee year, the private sector remains anxious. The 
spectre of a Government takeover of business is considered 
possible by some third-country merchants. Sporadic enforcement 
of profit margin restrictions, changes in customs regulations, 
occasional attempts at price control and the recall of all 
debts to the public treasury -— although salutory in some 
respects —— have created havoc with business planning. Trans- 
portation disputes within the East African Community have dis- 
rupted Rwanda's supply lines and some goods have been diverted 
to more lucrative markets along Rwandan borders. The result 
has been a continuing supply problem in essential commodities 
such as hoes, matches, batteries, sugar, salt, flour, building 
materials and POL products. The scarcity of building materials 
has sent construction costs soaring thus reducing the real value 
of domestic and foreign development projects. 


Foreign Assistance -— Momentum Established 


In 1973, foreign assistance disbursements were up almost 
$8 million and a number of countries and international organi- 
zations are increasing their assistance to Rwanda. 


Road development took a step forward with the beginning of the 
Chinese Kigali—Rusumo road project. Early in 1974, the 
International Development Association (IDA) approved financing 
and construction of the Ruhengeri-Gisenyi road as well as 
studies on the Ruhengeri-Kigali road. At the same time, the 
World Bank-financed Gatuna road project to the Uganda border 
ran into engineering and supply difficulties creating a 
possible $3 million cost overrun which has yet to be resolved. 





The opening of an international hotel in Kigali inaugurated a 
new stage in tourism development. The Belgian government also 
began its project in conservation and development of tourist 
facilities in Rwanda's Kagera Park. With the assistance of 
the German and Belgian governments a new Office of Tourism and 
National Parks was established and is actively seeking to 
improve tourism infrastructure. The German government is 
Studying the feasibility of a lodge and other tourism infra- 
structure at Kibuye. The Danish government, however, decided 
not to build a hotel in Gisenyi. While a considerable number 
of tour agents expressed interest in Rwanda, the tourism 
circuit has not yet developed to the point of attracting 
private capital. In addition, Rwanda is considered a 
complement to regular tourist activities in Kenya, Tanzania, 
Uganda and Zaire. When present difficulties in Uganda and 
Zaire are resolved an increase in tourism can be foreseen. 


Agriculture —— The Backbone, but... 


It was agriculture -—- Rwanda's main activity -—— which stirred 
the interest of donor groups even before President Habyarimana 
declared 1974 the Year of Agriculture. Donors have apparently 
decided that feeding Rwanda's burgeoning population is the 
major development task for the immediate future. At the same 
time, some donors are having to cut back total project outlays 
because of the spiraling cost of supplies. 


A $3.5 million IDA loan was signed for a ranching project in 
Rwanda's northeast Mutara region. The People's Republic of 
China expanded sugar and rice plantations in Cyangugu province 
while providing small agricultural machinery and fertilizers. 
The governments of Switzerland and Belgium as well as the UNDP 
are expanding their efforts in agricultural extension while the 
US is implementing a grain storage and marketing project. In 
mid—-1974, the World Bank indicated it would consider loans of 
nearly $30 million for integrated rural development projects 
over the next three years. 


Unfortunately, unseasonal rains severely damaged key staple 
commodities and Rwanda -—= historically on the limit of 
subsistence -— faces an uncertain food supply situation into 
early 1975. In the longer run, the demographic increase is 
already edging against the limits of sustenance under existing 
agricultural technology. and employment opportunities. 





IMPLICATIONS FOR THE UNITED STATES 


Despite its economic problems, Rwanda offers several advantages 
to American business firms and potential investors: A 
tradition of moderation and stability only rarely upset by 
conflict, a friendly but dignified attitude toward Westerners, 
a compact and homogeneous country of great natural beauty, a 
preference for Western goods and services based on historical 
Supply channels and reputation, and a relatively open economy 
and exchange system. 


US_Exports 


With the recent emergence of Rwandan participation in commercial 
operations replacing the traditional Asian and European import-— 
ers, the possibility of new markets for selected US goods is 
increased. The requirement that Rwanda import Chinese goods to 
pay for local costs on the Rusumo road has, however, tied up a 
good share of the consumer import market. As in the past, 
American exporters of used and remnant clothing can anticipate 

a growing market. Since aid assistance is up, an increase in 
demand for project-related capital goods such as earthmoving 
equipment is likely. 


Services 


Technical services including project management contracts 
(particularly in the agricultural sector which is receiving 
major bilateral and multi-lateral attention) will be required. 
Other potential services include air shipment of key exports 
and imports in order to bypass difficult overland conditions. 
Air shipment is considered potentially profitable and experi- 
mental shipments of tea, pyrethrum, vegetables and flowers 
have occurred. The Government is looking into the possibility 
of purchasing or leasing one or several cargo aircraft to form 
a fledgling national carrier. 


US_ Imports 


US buyer access to the cash crops -—=— coffee, tea and pyrethrum 
is somewhat more uncertain than previously. Rwandan coffee is 
now being sold mainly to agents rather than directly to US 
roasters and quantities are going to such markets as China and 
France. New management in the tea and pyrethrum industries is 
apparently testing the temperature of alternative markets. 





Tourism 


Planned investments in roads, foreign donor grants and active 
Government interest are giving new impetus to the long-= 
recognized but little exploited tourist potential of Rwanda's 
two national parks (one of which is a habitat of the endangered 
mountain gorilla), pleasant climate, scenic volcanoes and the 
clear waters of Lake Kivu (which forms the Rwanda=Zaire 
boundary). Rwanda will never be a tourism rival to Kenya, but 
it can be an unusual component of a supplementary tourism 
circuit including Burundi, Bukavu (in Zaire), and Uganda. Such 
a circuit is, however, ultimately dependant on political 
conditions in the neighboring countries. Numerous opportuni- 
ties exist for investments in tourist facilities such as lodges, 
small hotels, water sports and transportation. The main 
constraints to such investments are the small current market 
and limited Rwandan infrastructure. 


Minerals 


The energy crisis has focused renewed attention on the long-= 


recognized, easily recoverable but little-utilized methane gas 
deposits suspended in Lake Kivu. The UNDP and private European 
consortia are exploring the possibility of large-scale utiliza- 
tion to stimulate the economies of Eastern Zaire and Western 
Rwanda. The UNDP assisted by US satellite technology is 
completing an extensive minerals survey of the often intriguing 
geologic structures of Rwanda. The report is expected to be 
completed in early 1975. 
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a major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
Number of establishments [] Data on 521 franchise operations 
Volume of sales Description of operations 
Employment in franchising Equity capital needed 
International operations Training provided 

Changes in ownership [] Sources of franchising information 
Data by key business sectors [] Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


a iii a anemia eiatisamniaasilaanaee 
ORDER FORM — Please send me ___ copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
([] Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No 


(Catalog No. C57.502:F84/972-74), at $1.25 each. | ™*?! Amount $ 


[_] Franchise Opportunities Handbook MAIL ORDER FORM 
(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO 8 SS OF See: CONE, 
| Enclosed 


Name Superintendent of Documents To be mailed 


U.S. Government Printing Office thes 
Address Washington, D.C. 20402 Selind 


or any U.S. Department of Coupon refund 
City State Zip code Commerce District Office Postage 


(please type or print) 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 
To Insure Prompt, Accurate Shipment, Place Correct Address on Mailing Label Below 


U.S. Government Printing Office 
Public Documents Department POSTAGE 
Washington, D.C. 20402 AND FEES PAID 
Name U.S. GOVERNMENT 
OFFICIAL BUSINESS PRINTING OFFICE 
Se CIT ccncinieeeemeneniennsieens 375 


Return after 5 days Special Fourth Class Rate 
Cop UNE, a BAP GOIN ccnrccrtineenniensnnnninnniiatiniiatiiaaenesiiee Book 








